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; OATH OR AFFIRMATION

[, Akiva J. Kurland, swear (or affirm) that, to the best of my knowledge and beliel, the accompanying financial
statement and supporting schedules pertaining to the firm of Palladium Capital Advisors, LLC, as of
December 31, 2007 are truc and correct. [ further swear (or affirm) that, to the best of my knowledge and

belief, that neither the company nor any partner, proprietor, principal officer or dircctor has any proprictary
intcrest in any account classified solely as that of a customer.

My Ut

o) QL

Signature
MITCHELL DONK
Notary Public, State of New York CFO
No. 24-4936209 —

Qualified in Kings County
Commission Explires July 5, Lol

Notary Public

This report ** contains (check all applicable boxes):
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(a) Facing pagec.

(b) Statement of Financial Condition.

(c) Statement of Operations.

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprictor's Capital.

(D) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Compuiation of Net Capital

{(h) Computation for Determination of Reserve Requirements Pursuant 1o Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

{j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

(1) An Qath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(o) Independent Auditor’s Report on Internal Control

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Auditor's Supplementary Report on Internal Control

To the Managing Members
Palladium Capital Advisors, LLC

In planning and performing our audit of the financial statements and supplemental schedule of Palladium Capital
Advisors, LLC (the "Company™) as of and for the year ended December 31, 2007, in accordance with auditing
standards generally accepted in the United States of America, we considered the Company's internal control over
financial reporting (intemal control) as a basis for designing our auditing procedures for the purpose of expressing
our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Company's intemal control. Accordingly, we do not express an opinion on the effectiveness of the Company's intemnal
control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (the "SEC"), we have made a
study of the practices and procedures followed by the Company, including consideration of control activities for
safeguarding securities. This study included tests of such practices and procedures that we consider relevant to the
objectives stated in rule 17a-5(g) in making the periodic computations of aggregate indebtedness {or aggregate
debits) and net capital under rule 17a-3{a){11) and for determining compliance with the exemptive provisions of rule
15¢3-3. Because the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the Company in any of
the following:

1. Making quarterly securities examinations, counts, verifications and comparisons and recordation of
differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the practices
and procedures referred to in the preceding paragraph. In fulfiling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance that assets for

McGladrey & Pullen, LLP is a member firm of RSM International —~
an affiliation of separate and independent legal entities.

On Qctober 3, 2007, certain partners of Goldstein Golub Kessler LLP
became partners of McGladrey & Pullen, LLP




which the Company has responsibility are safeguarded against loss from unauthorized use or disposition and that
transactions are executed in accordance with management's authorization and recorded properly to permit the
preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional abjectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above, error or fraud
may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk that
they may become inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity's
ability to initiate, authorize, record, process, or report financial data reliably in accordance with accounting principles
generally accepted in the United States of America such that there is more than a remote likelihood that a
misstatement of the entity's financial statements that is more than inconsequential will not be prevented or detected
by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
entity's internal control.

Qur consideration of internal control was for the limited purpose described in the first and second paragraphs and
would not necessarily identify all deficiencies in intemal control that might be material weaknesses. We did not
identify any deficiencies in internal control and control activities for safeguarding securities that we consider to be
material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of
this report are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange
Act of 1934 and related regulations, and that practices and procedures that do not accomplish such objectives in all
material respects indicate a material inadequacy for such purposes. Based on this understanding and on our study,
we believe that the Company's practices and procedures as described in the second paragraph of this report were
adequate at December 31, 2007 to meet the SEC's objectives.

This report is intended solely for the information and use of management, the SEC, the Financial Industry Regulatory

Authority and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and is not intended to be and should not be used by anyone other than

these specified parties.
%C% / //af&.t/ L&

New York, New York
February 27, 2008
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Members of
Palladium Capital Advisors, LLC

We have audited the accompanying statement of financial condition of Palladium Capital Advisors, LLC (the
"Company") as of December 31, 2007. This financial statement is the responsibility of the Company's management.
Our responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condiion. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit of the statement of financial condition provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the
financia! position of Palladium Capital Advisors, LLC as of December 31, 2007, in conformity with accounting
principles generally accepted in the United States of America.

M%é /'/4/% , L2

New York, New York
February 27, 2008

McGladrey & Pulten, LLP is a member firm of RSM Intemational —
an affiliation of separate and independent legal entities.

On October 3, 2007, certain partners of Goldstein Golub Kessler LLP
became parners of McGladrey & Pullen, LLP



PALLADIUM CAPITAL ADVISORS, LLC
STATEMENT OF FINANCIAL CONDITION

December 31, 2007

ASSETS

Cash and Cash Equivalents $ 288,144

Securities Own.ed. at fair value 62,500
Total Assets $ 350,644

LIABILITY AND MEMBERS' EQUITY

Liability - accrued expenses and other liabilities $ 246,528

Members' Equity 104,116
Total Liability and Members' Equity $ 350,644

See Notes to Financial Statements
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PALLADIUM CAPITAL ADVISORS, LLC

NOTES TO STATEMENT OF FINANCIAL CONDITION
December 31, 2007

2.

3.

PRINCIPAL
BUSINESS
ACTIVITY AND
SUMMARY OF
SIGNIFICANT
ACCOUNTING
POLICIES:

CONCENTRATION:

COMMITMENTS:

Palladium Capital Advisors, LLC (the "Company"), a Delaware limited liability
company, is a registered broker and dealer in securities under the Secunties and
Exchange Act of 1934 and is a member of the Financial Industry Regulatory
Authority (the "FINRA"). The Company commenced operations on April 28,
2004.

The Company records revenue from placement fees and commission expense on
the date the placement is completed.

Securities owned are valued at fair value as determined by management.

These financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America, which require the
use of estimates by management.

The Company maintains cash accounts which, at times, may exceed federally
insured limits. The Company has not experienced any losses on these accounts
and believes it is not exposed to any significant credit risk.

Cash equivalents consist of a money market fund for which there is no restriction
on withdrawal.

No provision is made in the accompanying financial statements for federal and
state income taxes since such liabilities are the responsibility of the individual
Members.

Securities owned consist entirely of common stock of companies in the health
care, biotech and beverage industries.

The Company leases office space in New York City under a noncancelable
operating lease expiring on February 28, 2010. This lease is subject to escalation
for the Company's proportionate shares of increases in real estate taxes and other
operating expenses. :

Future minimum rental commitments under this lease are as follows:

Year ending December 31,

2008 $ 83,520
2009 83,520
2010 13,920
$180,960
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PALLADIUM CAPITAL ADVISORS, LLC

NOTES TO STATEMENT OF FINANCIAL CONDITION
December 31, 2007

4. NET CAPITAL
REQUIREMENTS:

5. RECENT
ACCOUNTING
PRONOUNCE-
MENTS:

The Company is subject to the Securities and Exchange Commission's Uniform
Net Capital Rule 15¢3-1 which requires that net capital, as defined, shall be the
greater of $5,000 or 1/15th of aggregate indebtedness, as defined. At December
31, 2007, the Company had net capital of $41,616, which was $25,181 in excess
of the minimum net capital requirement,

In September of 2006, the Financial Accounting Standards Board (the "FASB")
issued Statement of Financial Accounting Standards No. 157, Fair Value
Measurements ("SFAS No. 157"). SFAS No. 157 defines fair value, establishes a
framework for measuring fair value, and expands disclosures about fair value
measurement. SFAS No. 157 also emphasizes that a fair value is a market-based
measurement, not an entity-specific measurement, and sets out a fair value
hierarchy with the highest priority being quoted prices in active markets. Under
SFAS No. 157, fair value measurements are disclosed by level within that
hierarchy. This statement is effective for fiscal years beginning after November
15, 2008. The Company is currently assessing the potential effect of SFAS No.
157 on its financial position, results of operations and cash flows. The adoption
of SFAS No. 157 is not expected to have a material impact on the Company's
financial position, results of operations or cash flows.

In July 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty
in Income Taxes, an interpretation of FASB Statement No. 109 ("FIN 48").
FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an
enterprise's financial statements in accordance with FASB Statement No. 109,
Accounting for Income Taxes. FIN 48 prescribes a comprehensive model for
recognizing, measuring, presenting and disclosing in the financial statements tax
positions taken or expected to be taken on a tax return. FIN 48 is effective for
fiscal years beginning after December 15, 2007. The cumulative effect of
applying the provisions of FIN 48, if any, will be reported as an adjustment to the
opening balance of retained earnings for the fiscal year of adoption. The
Company is currently assessing the impact of FIN 48 on its financial position,
results of operations and cash flows. The adoption of FIN 48 is not expected to
have a material impact on the Company's financial position, results of operations
or cash flows.



